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Choice of Inputs and Functional Form
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Factor Bias Term
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Biased Technological Change




Biased Technology Differences




Overview (1)

@ Skill bias

) v e[ (F)
Corr Yl Corr | =—=— ] ,t| >0
[(AUC AUt

@ Reproducible-Capital Bias

A n
Corr [( MC) ,YC} >0
ANc
o Capital Bias

o
Corr (éKC) VY.
ALC

o Experience Bias




Overview (2)
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Method
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Method
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Skilled and Unskilled Labor (across countries)




Relative Skill Supply Across Countries
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Skill Premium Across Countries
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Skill Bias Result
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Why the Data Want Bias
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Counterfactual values

Counterfactual =(p — 1) log (%)
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Natural and Reproducible Capital
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Reproducible/Natural Capital Across Countries
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Relative
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relative marginal product of reproducible capital (US

Marginal Productivities Across Countries
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Reproducible Capital Bias Result
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Up One Level
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Up One Level

27



Absolute Efficiency
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Labor Share

labor share in income
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Absolute Efficiency
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Absolute Efficiency
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Efficiency of Labor
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Efficiency of Capital
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Capital Bias Result
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Technology Choice

21



Technology Frontier
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Firm Problem
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Implications of Model (1)

@ Technology biased towards abundant factor
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Implications of Model (1)

@ Technology biased towards abundant factor

e Skill Bias /

24



Implications of Model (1)
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Implications of Model (1)

Technology biased towards abundant factor
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Implications of Model (2)

e If EOS <1, efficiency declines with relative abundance

2K



Implications of Model (2)

e If EOS <1, efficiency declines with relative abundance
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Implications of Model (2)
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Labor Efficiency Over Time
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Capital Efficiency Over Time
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